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Pequannock Township Board of Education
OFFICE OF THE BUSINESS ADMINISTRATOR
538 Newark-Pompton Turnpike

Pompton Plains, New Jersey 07444
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Anthony JI. Mistretta  (Tel) (973) 616-6030 (Fax) (973) 616-6041
Interim Business Administrator/Board Secretary
Anthony.Mistretta@pequannock.org

November 19, 2015

The Honorable President and Members of
the Board of Education

Pequannock Township School District
County of Morris, New Jersey

Dear Board Members:

The comprehensive annual financial report of the Pequannock Township School District (the "District") for
the fiscal year ended June 30, 2015, is hereby submitted. Responsibility for both the accuracy of the data and
completeness and fairness of the presentation, including all disclosures, rests with the management of the
Board of Education (the "Board"). To the best of our knowledge and belief, the data presented in this report
is accurate in all material respects and is reported in a manner designed to present fairly the basic financial
statements and results of operations of the District. All disclosures necessary to enable the reader to gain an
understanding of the District's financial activities have been included.

The comprehensive annual financial report is presented in four sections: introductory, financial, statistical
and single audit. The introductory section includes this transmittal letter, the District's organizational chart
and a list of principal officials. The financial section includes the Independent Auditors’ Report,
management’s discussion and analysis, the basic financial statements and notes providing an overview of the
District’s financial position and operating results, and supplementary schedules providing detailed budgetary
information. The statistical section includes selected economic and demographic information, generally
presented on a multi-year basis. The District is required to undergo an annual single audit in conformity with
the provisions of the Single Audit Act Amendments of 1996 and the U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and New Jersey’s OMB
Circulars 04-04 and 15-08, Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid.
Information related to this single audit, including the auditors' reports on the internal control and compliance
with applicable laws, regulations, contracts and grants along with findings and questioned costs, are included
in the single audit section of this report.

1) REPORTING ENTITY AND ITS SERVICES: The Pequannock Township School District is an
independent reporting entity within the criteria adopted by the Governmental Accounting Standards Board
(“GASB”) in codification section 2100. All funds of the District are included in this report. The
Pequannock Township School District and all its schools constitute the District's reporting entity.

The District provides a full range of educational services appropriate to grade levels Pre-K through 12.
These services include regular, vocational as well as special education for youngsters with learning
disabilities. The official district enrollment as of October 15, 2014 was 2,234 students, which is 15 students
below the previous year's enrollment and represents a decrease of 0.67%.
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2) ECONOMIC CONDITION AND OUTLOOK:  Pequannock Township continues to view
development and expansion with a close eye to maintaining the character of the community. Frequently
described as “colonial”, “rural” and “picturesque”, Pequannock Township is in fact a mixture of architectural
design styles and life styles, while retaining the flavor or quality of the descriptive terms. The perception of
a “sense of place” is a frequent experience of residents and visitors.

The Township completed a full revision to its Master Plan several years ago. While the soul of the plan is
tied to the maintenance of the Township’s neighborhoods and open spaces, as well as the protection of its
quality of life, it lays out an aggressive approach to a continuation of controlled and managed development in
the commercial districts and along the Route 23 corridor.

The Township further recognizes the need for an increasing tax base, both residential and commercial, and
this continues to be a part of the community’s vision. This realization has assisted in the maintenance of a
relatively stable local property tax rate, despite the decrease in school enrollment noted earlier.

Growth and expansion in both the residential and commercial markets in the Township have been stagnant.

3) MAJOR INITATIVES: During the 2014-15 school year, the Pequannock Township School District
administration and staff focused their efforts on the implementation of the following goals that were adopted
by the Board of Education.

Student Achievement: The District continued to implement various benchmarking assessments to
monitor and address learning deficiencies using data to inform instruction and curriculum during the
2014-2015 school year. Districtwide staff articulation meetings were scheduled to provide
collaboration time to ensure vertical and horizontal articulation consistency/alignment and
progression of skills and strategies Grades Pre-K-12.

The grade K-5 math curriculum was revised to infuse interdisciplinary math instruction in the related
arts (music, physical education, technology and art). Also, the K-5 technology curricula were
revised to infuse 21% century skills and proficiencies. Additionally, writing supplements were
modified based on Common Core and we introduced PARCC-like writing prompts and rubrics for
evaluation.

Professional development was provided to train our staff in the Wilson reading System. This
training enables our special education teachers and reading specialists to offer multisensory,
interactive reading instruction to struggling readers and students with disabilities. All K-2
elementary staff were trained in Foundations to bring multisensory, explicit structured language
instruction to the K-2 classroom for all students.

The middle school Social Studies and Mathematics curricula were also reviewed and revised to meet
the Common Core Standards and the NJ model curriculum. The curricula were modified to fill the
instructional gaps as students’ transition to the CCSS Chrome books and electronic resources were
purchased and professional development opportunities were offered to increase student achievement
through electronic resources and technology-based instruction.
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The high school program of study was extended to add STEM (Science, Technology, Engineering
and Mathematics) electives including Robotics, Engineering and AP Computer Science. The three
new STEM labs were designed and built to accommodate the implementation and expanded the
program of studies including a STEM Academy for the 2015-2016 school year. Supplies were
purchased to support the STEM initiative of these new courses. Additional high school courses
were also revised and added to enhance student achievement including Italian, Anatomy and
Physiology, CAD and other electives.

The materials and electric/printed resources in the high school media center were updated to be a
more effective support for the teaching and learning process for our students and staff. This was
designed to promote research and an increase in the usage of the facility by the staff and students.
Over 500 Chromebooks and other technology devices were purchased districtwide to allow our
students greater access to technology instruction and for use during PARCC online assessments.

The Pequannock Township School District also continues with the implementation of various best
practice initiatives to prepare students for “high stakes” tests such as the HSPA, PARCC, SAT,
PSAT and the End-Of-Course (EOC) assessments. These practices will also ensure that our students
are prepared for college and the 21¥ century workforce through encouragement of teamwork,
complex thinking skills and well-rounded programs of study.

Technology and 21% Century Learning: The Pequannock Township School District continues to
expand and improve its technology infrastructure and resources to provide students with digital
learning opportunities in a global perspective in order to prepare them for the 21% century world.
Laptops, iPads and Chrome books were purchased for the classroom to infuse constructivist learning
opportunities. The High School and Middle School technology elective offerings will continue to be
improved through the implementation of the STEM laboratory and corresponding electives including
Robotics, Engineering, CAD and AP computer science. The labs are equipped with high powered
computers to facilitate dynamic, computer-based, applied learning activities incorporating problem
solving, team work, communication, and discovery skills in a constructivist setting. Our elementary
technology curriculum was also revised to enhance technology proficiencies K-5.

The District uses various instructional and assessment software to monitor students’ progress and
enhance classroom pedagogy including Scholastic Reading Inventory and Accelerated Reader.

Community Relations: The Pequannock Township Board of Education established a goal to
enhance community relations. The District’s website has been upgraded to become more user-
friendly and interactive, and the District continually reviews the website to ensure that it is
accomplishing this goal. The District has taken full advantage of Social Media and it has become a
major form of communication with District stakeholders. The District Facebook and Twitter feeds
have grown substantially over the past 2 years. They have become commonplace for regular
communications. Board Highlights are posted on the website the day after a Board Meeting and
outlines the major action taken by the Board. The administration uses the Honeywell Alert System
to stay in touch with the parents on important issues. Power point presentations and letters from the
Interim Superintendent posted to the District website have also enhanced the communication with
the community. The Interim Superintendent meets monthly with the Home School Association
Leadership from all 5 schools to discuss pertinent issues.
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Finance and Facilities: The Pequannock Township School District continues to upgrade its
facilities. Throughout the 2014-15 school year, the District completed a number of capital projects
including roofing projects at North Boulevard, Hillview, and Pequannock Valley Middle School.
Parking lot reconfigurations and resurfacing occurred at North Boulevard and Stephen J. Gerace.
The sewer hookup at Pequannock Valley Middle School was completed, and the septic tanks were
drained and filled with sand. The construction of the new gymnasium at Stephen J. Gerace which
began in early 2014 was completed by October 2014. Roof replacement project at Stephen J. Gerace
is scheduled to begin after the dismissal of students for summer break. These projects were partially
funded by the New Jersey Schools Development Authority Grant Program. The contract to install a
security card access system at the District schools began and should be completed during the
summer. The Pequannock Township High School Media Center received a facelift with new
furniture, computers and reconfiguration/installation of the stacks. The room off of the Media
Center was divided and increased the number of computers available for the staff and students.

4) INTERNAL ACCOUNTING CONTROLS: Management of the District is responsible for establishing
and maintaining an internal control system designed to ensure that the assets of the District are protected
from loss, theft or misuse and to ensure that adequate accounting data is compiled to allow for the
preparation of financial statements in conformity with generally accepted accounting principles (GAAP).
The internal control system is designed to provide reasonable, but not absolute, assurance that these
objectives are met. The concept of reasonable assurance recognizes that: (1) the cost of a control should not
exceed the benefits likely to be derived; and (2) the valuation of costs and benefits requires estimates and
judgments by management.

As a recipient of federal and state awards, the District also is responsible for ensuring that an adequate
internal control system is in place to ensure compliance with applicable laws and regulations related to those
programs. This internal control system is also subject to periodic evaluation by the District's management.

As part of the District's single audit described earlier, tests are made to determine the adequacy of the
internal control system, including that portion related to major federal and state award programs, as well as to
determine that the District has complied with applicable laws, regulations, contracts and grants.

5) BUDGETARY CONTROLS: In addition to internal accounting controls, the District maintains budgetary
controls. The objective of these budgetary controls is to ensure compliance with legal provisions embodied
in the annual appropriated budget approved by the voters of the municipality. Annual appropriated budgets
are adopted for the general, special revenue and debt service funds. Project length budgets are approved for
the capital improvements accounted for in the capital projects fund. The final budget amount as amended for
the fiscal year is reflected in the financial section.

An encumbrance accounting system is used to record outstanding purchase commitments on a line item
basis. Open encumbrances at fiscal year-end are either canceled or are included as reappropriations of fund
balance in the subsequent fiscal year. Those amounts to be reappropriated are reported as restrictions,
commitments and assignments of fund balance at June 30, 2015.

6) ACCOUNTING SYSTEM AND REPORTS: The District's accounting records reflect generally accepted
accounting principles, as promulgated by the GASB. The accounting system of the District is organized on
the basis of funds. These funds are explained in "Notes to the Basic Financial Statements”, Note 1.
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The Honorable President and Members of
the Board of Education

Pequannock Township School District
Page 5

November 19, 2015

7) CASH MANAGEMENT: The investment policy of the District is guided in large part by state statute as
detailed in "Notes to the Basic Financial Statements”, Note 3. The District has adopted a cash management
plan which requires it to deposit public funds in public depositories protected from loss under the provisions
of the Governmental Unit Deposit Protection Act ("GUDPA"). GUDPA was enacted in 1970 to protect
governmental units from a loss of funds on deposit with a failed banking institution in New Jersey. The law
requires governmental units to deposit public funds only in public depositories located in New Jersey, where
the funds are secured in accordance with the Act.

8) RISK MANAGEMENT: The Board carries various forms of insurance, including, but not limited to,
general liability, excess liability, automobile liability and comprehensive/collision, hazard and theft
insurance on property and contents, and fidelity bonds. A schedule of insurance coverage is found on
Exhibit J-20.

The Board is a member of the Pooled Insurance Program of New Jersey ("PIP"). The PIP is a risk-sharing
public entity risk pool that is both an insured and self-administered group of school districts established for
the purpose of providing low-cost workers’ compensation insurance coverage to its members. Additional
information on the PIP is included in Note 11 to the Basic Financial Statements.

9) OTHER INFORMATION: Independent Audit - State statutes require an annual audit by independent
certified public accountants or registered municipal accountants. The accounting firm of Nisivoceia, LLP,
CPA’s, was selected by the Board's audit committee. In addition to meeting the requirements set forth in
state statutes, the audit also was designed to meet the requirements of the Single Audit Act Amendments of
1996 and the related Federal OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and New Jersey’s OMB Circulars 04-04 and 15-08, Single Audit Policy for Recipients of
Federal Grants, State Grants and State Aid. The auditor's report on the basic financial statements and
specific required supplementary information is included in the financial section of this report. The auditors'
reports related specifically to the single audit and Government Auditing Standards are included in the single
audit section of this report. '

10) ACKNOWLEDGMENTS: We would like to express our appreciation to the members of the Pequannock
Township School Board for their concern in providing fiscal accountability to the citizens and taxpayers of
the school district and thereby contributing their full support to the development and maintenance of our
financial operation. The preparation of this report could not have been accomplished without the efficient
and dedicated services of the financial and accounting staff.

Respectfully submitted,

Maria Nuccetelli, Ed.D. Anthony J. Mistretta

Interim Superintendent of Schools Interim Business Administrator/Board Secretary
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Independent Auditors' Report

The Honorable President and Members
of the Board of Education
Pequannock Township School District
County of Morris, New Jersey

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
cach major fund, and the aggregate remaining fund information of the Board of Education of the Pequannock
Township School District (the “District”) in the County of Morris, as of and for the fiscal year ended June 30, 2015,
and the related notes to the financial statements, which collectively comprise the District’s basic financial statements
as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America, the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States,
and audit requirements as prescribed by the Office of School Finance, Department of Education, State of New Jersey.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the District’s preparation and fair presentation of the financial statements
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the District’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

www.nisivoccia.com
Independent Member of BKR International
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the Board of Education of the Pequannock Township School District, in the County of
Morris, as of June 30, 2015, and the respective changes in financial position and, where applicable, cash flows thereof
for the fiscal year then ended in accordance with accounting principles generally accepted in the United States of

America.

Emphasis of Matter

As discussed in Note 9 to the basic financial statements, the District implemented Governmental Accounting
Standards Board (“GASB”) Statement No. 68, Accounting and Financial Reporting for Pensions — An Amendment (o
GASB Statement No. 27, and GASB Statement No. 71, Pension Transition for Contributions Made Subsequent to the
Measurement Date — an amendment of GASB Statement No. 68 during the fiscal year ended June 30, 2015. Our
opinions are not modified with respect to this matter. The implementation resulted in the restatement of certain
balances on the Statemnent of Net Position and the ending balance for Net Position for the Governmental Activities as
of June 30, 2014 as detailed in Note 17 to the basic financial statements.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis, which follows this report, the required supplementary information pension schedules and the budgetary
comparison information in Exhibits C-1 through C-3 and I-3 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the District’s basic financial statements. The accompanying supplementary information such as the combining and
individual non-major fund financial statements are presented for purposes of additional analysis and are not a required
part of the basic financial statements. The accompanying schedules of expenditures of federal and state awards, as
required by the U. S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations; and New Jersey’s OMB Circulars 04-04 and 15-08, Single Audit Policy for Recipients of
Federal Grants, State Grants and State Aid, are also presented for purposes of additional analysis and are not a
required part of the basic financial statements.
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The accompanying supplementary schedules such as the combining and individual non-major fund financial
statements and the schedules of expenditures of federal and state awards are the responsibility of management and
were derived from and relate directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such information directly
to the underlying accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the supplementary schedules and the schedules of expenditures of
federal and state awards are fairly stated, in all material respects, in relation to the basic financial statements as a
whole.

The accompanying other information such as the introductory and statistical sections has not been subjected to the
auditing procedures applied in the audit of the basic financial statements, and accordingly, we do not express an
opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 19, 2015 on our
consideration of the District’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the District’s
internal control over financial reporting and compliance.

ltietela, LUP

Mount Arlington, New Jersey NISIVOCCIA, LLP

November 19, 2015 |
Kol mewuL

Kathryn L. Mantell
censed Public School Accountant #884
Certified Public Accountant
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PEQUANNOCK TOWNSHIP SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015
(UNAUDITED)

This section of Pequannock Township School District’s annual financial report presents its discussion and
analysis of the District’s financial performance during the fiscal year ending June 30, 2015. Please read it in
conjunction with the transmittal letter at the front of this report and the District’s financial statements, which
immediately follow this section.

Financial Highlights

The District’s overall net position increased $770,223 during the year.

Overall revenue was $45,159,350 — $44,499,345 from governmental activities and $660,005 from
business-type activities.

Overall expenses were $44,389,127 — $43,758,688 from governmental activities and $630,439 from
business-type activities.

The District expended $4,624,457 during the fiscal year for capital projects ($3,732,655 from the
capital projects fund and $894,802 from its capital outlay budget, and transferred $5,795,381 from
contruction in progress to depreciable capital assets for the completion of the roof replacement
projects at the elementary and middle schools and the gymnasium project at Stephen J. Gerace
elementary school. :

Overview of the Financial Statements

This annual report consists of three parts: management’s discussion and analysis (this section), the basic
financial statements, and required supplementary information. The basic financial statements include two
kinds of statements that present different views of the District:

The first two statements are District-wide financial statements that provide both short-term and long-
term information about the District’s overall financial status.

The remaining statements are fund financial statements that focus on individual parts of the District,
reporting the District’s operations in more detail than the District-wide statements.

The governmental funds statements tell how basic services such as regular and special education
were financed in the short-term as well as what remains for future spending.

Proprietary funds statements offer short- and long-term financial information about the activities the
District operates like a business, such as food service.

Fiduciary funds statements provide information about the financial relationships in which the
District acts solely as a trustee or agent for the benefit of others.
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The financial statements also include notes that explain some of the information in the statements and
provide more detailed data. The statements are followed by a
that further explains and supports the financial statements with a comparison of the District’s budget for the
fiscal year. Figure A-1 shows how the various parts of this annual report are arranged and related to one

another.

Figure A-1

Organization of Pequannock Township School District’s Financial Report

PEQUANNOCK TOWNSHIP SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015
(UNAUDITED)

Management's
Discussion and

Analysis

Basic
Financial

Statements

section of required supplementary information

District-Wide
Financial
Statements

Required
Supplementary
Information

Fund
Financial
Statements

Figure A-2 summarizes the major features of the District’s financial statements, including the portion of the
District’s activities they cover and the types of information they contain. The remainder of this overview
section of management’s discussion and analysis highlights that structure and contents of each of the

statements.

Notes to the
Financial
Statements
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PEQUANNOCK TOWNSHIP SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALY SIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2015
(UNAUDITED)

Figure A-2
Major Features of the District-Wide and Fund Financial Statements
Fund Financial Statements B
District-Wide Governmental Proprietary Fiduciary
Statements Funds Funds Funds
Entire District The activities of the Activities the Instances in which
(except fiduciary | District that are District operates the District
Scope funds) not proprietary or similar to private administers resources
fiduciary, such as businesses: food on behalf of someone
special education services else, such as
and building scholarship programs
maintenance and student activities
monies
e Statementof | e Balance sheet e Statement of o Statement of
net position e Statement of net position fiduciary net
Required e Statement of revenue, e Statement of position
Financial activities expenditures, and revenue, e Statement of
Statements changes in fund expenses, and changes in
balances changes in net fiduciary net
position position
e Statement of
cash flows
Accounting Accrual Modified accrual Accrual accounting | Accrual accounting
Basis and accounting and accounting and current | and economic and economic
Measurement economic financial resources resources focus resources focus
Focus resources focus focus
All assets and Generally assets All assets and All assets and
liabilities, both expected to be used up liabilities, both liabilities, both
Type of financial and and liabilities that financial and short-term and
Asset/Liability capital, short-term | come due during the capital, short-term | long-term; funds do
Information and long-term year or soon thereafter; | and not currently contain
no capital assets or long-term capital assets,
long-term liabilities are although they can
included
All revenue and Revenue for which All revenue and All additions and
expenses during cash is received during | expenses during the | deductions during the
Type of the year, or soon after the end of | year, regardless of | year, regardless of
Inflow/Outflow | regardless of when | the year; expenditures when cash is when cash is received
Information cash is received or | when goods or services | received or paid or paid

paid

have been received and
the related liability is
due and payable

Page 16



PEQUANNOCK TOWNSHIP SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015
(UNAUDITED)

District-wide Statements

The District-wide statements report information about the District as a whole using accounting methods
similar to those used by private-sector companies. The statement of net position includes all of the District’s
assets, deferred inflows and outflows and liabilities. All of the current fiscal year’s revenue and expenses are
accounted for in the statement of activities regardless of when cash is received or paid.

The two District-wide statements report the District’s net position and how they have changed. Net position
_ the difference between the District’s assets, deferred inflows and outflows and liabilities — is one way to
measure the District’s financial health or position.

e Over time, increases or decreases in the District’s net position are an indicator of whether its
financial position is improving or deteriorating, respectively.

e To assess the District’s overall health, you need to consider additional nonfinancial factors such as
changes in the District’s property tax base and the condition of school buildings and other facilities.

In the District-wide financial statements, the District’s activities are divided into two categories:

o Governmental activities: Most of the District’s basic services are included here, such as regular and
special education, transportation and administration. Property taxes and state formula aid finance
most of these activities.

o Business-type activities: The District charges fees to help it cover the costs of certain services it
provides. The District’s food service is included here.

Fund Financial Statements

The fund financial statements provide more detailed information about the District’s funds, focusing on its
most significant or “major” funds — not the District as a whole. Funds are accounting devices the District
uses to keep track of specific sources of funding and spending on particular programs:

o Some funds are required by state law and by bond covenants.

o The District establishes other funds to control and manage money for particular purposes (such as
repaying its long-term debts) or to show that is it properly using certain revenue (such as federal
grants).

The District has three kinds of funds:

o Governmental funds: Most of the District’s basic services are included in governmental funds,
which generally focus on {1} how cash and other financial assets that can readily be converted to
cash flow in and out, and {2} the balances left at fiscal year-end that are available for spending.
Consequently, the governmental funds statements provide a detailed short-term view that helps you
determine whether there are more or fewer financial resources that can be spent in the near future to
finance the District’s programs. Because this information does not encompass the additional long-
term focus of the District-wide statements, additional information at the bottom of the governmental
funds statements explains the relationship (or difference) between them.

e Proprietary funds: Services for which the District charges a fee are generally reported in proprietary
funds. Proprietary funds are reported in the same way as the District-wide statements. The District’s
enterprise funds (one type of proprietary fund) are the same as its business-type activities but provide
more detail and additional information, such as cash flows. The District uses internal service funds
(the other kind of proprietary fund) to report activities that provide supplies and services for its other
programs and activities. The District currently does not maintain any internal service funds.
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PEQUANNOCK TOWNSHIP SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015
(UNAUDITED)

Fund Financial Statements
o Fiduciary funds: The District is the trustee, or fiduciary, for assets that belong to others, such as
scholarship funds and the student activities funds. The District is responsible for ensuring that the

assets reported in these funds are used only for their intended purposes and by those to whom the
assets belong. The District excludes these activities from the District-wide financial statements

because it cannot use these assets to finance its operations.

Notes to the Basic Financial Statements: The notes provide information that is essential to a full
understanding of the data provided in the District-wide and Fund financial statements. The notes to the basic
financial statements can be found immediately following the Fund financial statements.

Financial Analysis of the District as a Whole

Net Position. The District’s combined net position increased by 6.83%. Net position from governmental
activities increased $740,657 and net position from business-type activities increased by $29,566.
Figure A-3

Condensed Statement of Net Position

Total
Percentage
Governmental Activities Business-Type Activities Total School District Change
2014/2015 2013/2014* 2014/2015  2013/2014 2014/2015 2013/2014 2014/2015
Current and
Other Assets $ 7,096,550 % 11,516,668 $ 70,912 $ 33,830 §$ 7,167,462 § 11,550,498 -37.95%
Capital Assets, Net 29,792,450 26,307,989 11,678 15,429 29,804,128 26,323,418 13.22%
Total Assets 36,889,000 37,824,657 82,590 49,259 36,971,590 37,873,916 -2.38%
Deferred Outflows
of Resources 238,714 238,714 100.00%
Long-Term Debt
Outstanding 22,592,014 24,161,104 22,592,014 24,161,104 -6.49%
Other Liabilities 1,408,565 2,422,148 9,376 9,522 1,417,941 2,431,670 -41.69%
Total Liabilities 24,000,579 26,583,252 9,376 9,522 24,009,955 26,592,774 -9.71%
Deferred Inflows
of Resources 1,145,073 1,145,073 100.00%
Net Position:
Net Investment in
Capital Assets 15,002,450 10,897,989 11,678 15,429 15,014,128 10,913,418 37.57%
Restricted 6,680,364 9,175,464 6,680,364 9,175,464 -27.19%
Unrestricted/(Deficit) (9,700,752) (8,832,048) 57,625 24,308 (9,643,127) (8,807,740) -9.48%
Total Net Position $ 11,982,062 $ 11,241,405 $ 69,303 § 39,737 _$ 12,051,365 $ 11,281,142 6.83%
* Restated

Changes in Net Position. The District’s combined net position was $20,549,126 at June 30, 2015, $698,759
or 3.52% more than it was the year before (See Figure A-3). Net investment in capital assets increased by
$4,100,710 as a result of $620,000 of bonded maturities and $4,627,457 of capital acquisitions offset by
depreciation expense of $1,142,996 and $3,751 in its governmental and business-type activities, respectively.
Restricted net position decreased by $2,495,100 due to a $415,230 net decrease in the capital reserve, a
$2,306,256 decrease in the restricted capital projects fund balance, a $93 decrease in the debt service fund
balance, a $23,521 decrease in the reserve for mortgage sale of building, offset by a $250,000 increase in
excess surplus.



Unrestricted net position decreased by $835,387 due to a $151,426 decrease in encumbrances, a $310,822
decrease in restricted capital projects net position, a $365,677 decrease in the amount assigned for
subsequent year expenditures, a $28,733 decrease due to the increase in the liability for compensated
absences payable, a $18,310 decrease due to the increase in the liability for accrued interest, as well as
$65,200 utilized in the 2014-15 budget, offset by an increase in investment for pensions of $71,464 and a

PEQUANNOCK TOWNSHIP SCHOOL DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

(UNAUDITED)

$33,317 increase in business-type activities. (See Figure A-3).

Figure A-4

Changes in Net Position from Operating Results

Revenue:

Program Revenue:
Charges for Services
Grants and

Contributions:
Operating

General Revenue:
Property Taxes
Federal and State

Aid Not Restricted
Other
Total Revenue

Expenses:
Instruction
Pupil and Instruction
Services
Administration and
Business
Maintenance and
Operations
Transportation
Other
Total Expenses

Change in Net Position

Revenue Sources. The District’s total revenue for the 2014/2015 school year was $41,159,350 (See Figure
A-4). Property taxes and state formula aid accounted for most of the District’s revenue, with local taxes
accounting for $32,585,422 of the total, or 72.16 percent (See Figure A-5). Another 24.88 percent came
from state and federal aid for specific programs and contributions, 1.96 percent came from charges for
services and the remaining 1.00% from other miscellaneous sources. The Pequannock Township School

Percentage

Governmental Activities Business-Type Activities Total School District Change
2014/2015 2013/2014 2014/2015 2013/2014 2014/2015 2013/2014  2014/2015
$ 332,878 § 320291 § 553,402 § 579,114 § 886,280 $ 899,405 -1.46%
10,037,487 5,680,108 106,463 107,539 10,143,950 5,787,647 75.27%
32,585,422 31,881,435 32,585,422 31,881,435 2.21%
1,088,258 1,107,834 1,088,258 1,107,834 -1.77%
455,300 629,744 140 298 455,440 630,042 27.711%
44,499,345 39,619,412 660,005 686,951 45,159,350 40,306,363 12.04%
27,729,084 23,825,175 27,729,084 23,825,175 16.39%
7,444,569 6,475,656 7,444,569 6,475,656 14.96%
3,855,329 3,507,626 3,855,329 3,507,626 9.91%
2,913,546 2,913,742 2,913,546 2,913,742 -0.01%
1,160,443 1,085,674 1,160,443 1,085,674 6.89%
655,717 507,443 630,439 712,616 1,286,156 1,220,059 5.42%
43,758,688 38,315,316 630,439 712,616 44,389,127 39,027,932 13.74%
$ 740,657 $ 1,304,096 $ 29566 $ (25,665 _§ 770,223 $ 1,278,431 -39.75%

District primarily conducts its operations from the revenue it receives from its local taxpayers.
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PEQUANNOCK TOWNSHIP SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

(UNAUDITED)
Figure A-5

Sources of Revenue for Fiscal Year 2015 and 2014

Sources of Income: 2015 Percentage 2014 Percentage
State Formula Aid $ 2,115,958 4.69% $ 2,140,228 5.31%
Property Taxes 32,585,422 72.16% 31,881,435 79.10%
Federal & State Categorical Grants 9,116,250 20.19% 4,755,253 11.80%
Charges for Services 886,280 1.96% 899,405 2.23%
Other 455,440 1.00% 630,042 1.56%

$ 45,159,350 100.00% $ 40,306,363 100.00%

The total cost of all programs and services was $44,389,127. The District’s expenses are predominantly
related to instructing, caring for (pupil and instruction services) and transporting students (81.85 percent)
(See Figure A-6). The District’s administrative and business activities accounted for 8.69 percent of total
costs and maintenance and operations accounted for 6.56 percent of total costs. The remaining 2.90 percent
of total costs is comprised of other costs (which includes $630,439 of costs associated with the District’s
food service operations, $653,129 of interest on long-term debt, and $2,587 of capital outlays).

Figure A-6

Expenses for Fiscal Year 2015 and 2014

Expense Category: 2015 Percentage 2014 Percentage
Instruction $ 27,729,084 62.47% $ 23,825,175 61.04%
Pupil and Instruction Services 7,444,569 16.77% 6,475,656 16.59%
Administration and Business 3,855,329 8.69% 3,507,626 8.99%
Maintenance and Operations 2,913,546 6.56% 2,913,742 7.47%
Transportation 1,160,443 2.61% 1,085,674 2.78%
Other 1,286,156 2.90% 1,220,059 3.13%

$ 44,389,127 100.00% $ 39,027,932 100.00%

Governmental Activities

Maintaining existing programs with the provision of a multitude of special programs/services for disabled
pupils place great demands on the District’s resources.

Careful management of expenses remains essential for the District to sustain its financial health. Among the
many significant cost savings methods in place during the fiscal year were:

o Employees share in the cost of prescription and dental insurance premiums.

e The majority of school supplies are purchased through a cooperative bidding process with the
Educational Services Commission of Morris County.

e The District also uses the same cooperative bidding process with the Educational Services
Commission of Morris County for transportation.

e The District utilizes an hourly bus driver to reduce the costs for athletic transportation.



PEQUANNOCK TOWNSHIP SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015
(UNAUDITED)

Figure A-7 presents the cost of six major District activities: instruction, pupil and instruction services,
administration and business, maintenance and operations, transportation, and other. The table also shows
each activity’s net cost (total cost less fees generated by the activities and intergovernmental aid provided for
specific programs). The net cost shows the financial burden placed on the District’s taxpayers by each of
these functions:

Figure A-7
Net Cost of Governmental Activities
Total Cost of Services Net Cost of Services
201472015 2013/2014 2014/2015 2013/2014
Instruction $ 27,729,084 $ 23,825,175 $18,617,206 $18,153,497
Pupil & Instruction Services 7,444,569 6,475,656 6,702,534 6,334,936
Administration & Business 3,855,329 3,507,626 3,372,177 3,350,104
Maintenance & Operations 2,913,546 2,913,742 2,913,546 2,913,742
Transportation 1,160,443 1,085,674 1,127,143 1,055,195
Other 655,717 507,443 655,717 507,443

$ 43,758,688 $ 38,315,316 $33,388,323 $32,314,917

e The cost of all governmental activities this fiscal year was $43,758,688.

e A portion of governmental activities was financed with state aid based on the SFRA formula
($2,115,958).

e Most of the District’s costs, however, were financed by $32,585,422 of District taxes.

e The remainder of funding for governmental activities came from miscellancous revenue and
investment earnings.

Business-Type Activities

Net position from the District’s business-type activities increased by $29,566 (Refer to Figure A-4). The
increase was attributable to an decrease in expenses associated with the District’s Food Service program.
Overall revenue and expenses for the business-type activities have decreased.

Financial Analysis of the District’s Funds

The District’s financial position has been strong in the past several years, however it has declined slightly in
the current year. Expenditures during the recent fiscal year increased significantly as a result of an increase
in the number of pupils requiring special needs. In addition to the greater numbers, these pupils require more
complex educational and related services.

The District has had a multi-year practice of utilizing funds from unassigned General Fund fund balance to
reduce the tax levy. As overall expenditures for the District increase, the amount of funds necessary for this
purpose likewise increase. Ratables of the municipality remain more or less stable, thus generating concern
for the local tax levy in the future.
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PEQUANNOCK TOWNSHIP SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015
(UNAUDITED)

General Fund Budgetary Highlights

Over the course of the fiscal year, the District revised the annual operating budget several times. These
budget amendments were for changes made within budgetary line items for changes in school-based needs
for programs, supplies and equipment.

Capital Asset and Debt Administration

Figure A-8
Capital Assets (Net of Depreciation)
Percent
Governmental Activities Business-Type Activities Total School District Change
2014/2015 2013/2014  2014/2015 2013/2014  2014/2015 2013/2014  2014/2015
Land $ 4,659,600 $ 4,659,600 $ 4,659,600 $ 4,659,600 0.00%
Construction in
Progress 2,062,726 2,062,726  -100.00%
Site Improvements 2,282,529 2,135,676 2,282,529 2,135,676 6.88%
Buildings/Building
Improvements 22,149,733 16,634,438 22,149,733 16,634,438  33.16%
Machinery and
Equipment 700,588 815,549 $§ 11,678 $ 15429 712,266 830,978 -14.29%
Total $29,792,450 $26,307,989 $ 11,678 § 15429 $29,804,128 §$26,323,418 13.22%

The District’s capital assets increased $3,480,710 or 13.22% during the year. Capital assets acquisitions
totaled $4,627,457 - $3,732,655 from capital projects and $894,802 from budgeted capital outlay - in its
governmental activities, and consisted of equipment, site improvements, and building improvements. These
acquisitions were offset by $1,142,996 and $3,751 in depreciation from its governmental and business-type
activities, respectively. (More detailed information about the District’s capital assets is presented in Note 6

to the financial statements).
Long-term Debt

The District’s overall long-term debt decreased $1,569,090, or 6.49%. At fiscal year-end, the District had
$14,790,000 in general obligation bonds outstanding. The decrease from the prior year primarily represents
$620,000 of bond maturities — as shown in Figure A-9. (More detailed information about the District’s long-
term liabilities is presented in Note 7 to the financial statements).

Figure A-9
Outstanding Long-Term Debt Percentage
Total School District Change

2014/2015 2013/2014 2014/2015

General Obligation Bonds (Financed
with Property Taxes) $ 14,790,000 $ 15,410,000 -4.02%
Net Pension Liability 7,591,402 8,569,225 -11.41%
Other Long-Term Liabilities 210,612 181,879 15.80%
$22,592,014 $ 24,161,104 -6.49%

e The District continued to pay down its debt and retired $620,000 of outstanding bonds.
e The compensated absences of the District increased by $28,733.



PEQUANNOCK TOWNSHIP SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015
(UNAUDITED)

Factors Bearing on the District’s Future

At the time these financial statements were prepared and audited, the District was aware of the following
existing circumstances that could significantly affect its financial health in the future:

e The imposed legislative “caps” on tax levy increases for New Jersey School Districts at no more than
2%.

¢ The continuing significant increases in the employee benefits plans exceed the general CPl and
budgetary growth “caps” forcing reductions in program.

e The District’s collective bargaining agreements will expire in June 2016.

e The District is operating within a five year curriculum review cycle. Costs associated with the
constant updating of curriculum have a direct effect on future budgets.

e The District has been seeking alternative funding sources for infrastructure and capital needs,
helping to alleviate some of the financial pressures of trying to improve facilities in a time of
shrinking revenues. '

e The District continues to face dramatic fluctuations of State Aid from year to year making it difficult
to establish realistic long term budget projections. The District continued use of fund balance to
support annual operating expenses should be reviewed to determine how this can be alleviated.

e The District realized a slight decrease in free and reduced lunch counts due to the economic
conditions in the country, state, and surely the township.

e Pension and benefits reform legislation has had an impact on the district with respect to staffing,
budgeting and long term planning.

Contacting the District’s Financial Management

This financial report is designed to provide the District’s citizens, taxpayers and customers with a general
overview of the District’s finances and to demonstrate the District’s accountability for the money it receives.
If you have questions about this report or need additional financial information, contact the Board of
Education Office, 538 Newark-Pompton Turnpike, Pompton Plains, New Jersey 07444,
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Exhibit A-1
PEQUANNOCK TOWNSHIP SCHOOL, DISTRICT
STATEMENT OF NET POSITION
JUNE 30,2015
Governmental Business-type
Activities Activities Total
ASSETS
Cash and Cash Equivalents $ 3,839,936 $ 38,845 $ 3,878,781
Interfund Receivable 17,772 17,772
Receivables from Federal Government 38,207 4,361 42,568
Receivables from State Government 513,986 257 514,243
Receivables - Mortgage Note 62,845 62,845
Receivables - Other 33,415 19,176 52,591
Inventory 8,273 8,273
Restricted Assets:
Capital Reserve Account - Cash and Cash Equivalents 2,590,389 2,590,389
Capital Assets, Net:
Sites (Land) 4,659,600 4,659,600
Construction in Progress
Depreciable Site Improvements, Buildings and
Building Improvements and Machinery and Equipment 25,132,850 11,678 25,144,528
Total Assets 36,889,000 82,590 36,971,590
DEFERRED OUTFLOWS OF RESOURCES
Changes in Assumptions - Pensions 238,714 238,714
Total Deferred Outflows of Resources 238,714 238,714
LIABILITIES
Current Liabilities:
Accrued Interest Payable 244,394 244,394
Payable to State Government 34,370 34,370
Accounts Payable - Vendors 296,477 8,353 304,830
Unearned Revenue 8,324 1,023 9,347
Notes Payable 825,000 825,000
Noncurrent Liabilities:
Due Within One Year 790,000 790,000
Due Beyond One Year 21,802,014 21,802,014
Total Liabilities 24,000,579 9,376 24,009,955
DEFERRED INFLOWS OF RESOURCES
Investment Gains - Pensions 452,406 452,406
Changes in Proportion - Pensions 692,667 692,667
Total Deferred Inflows of Resources 1,145,073 1,145,073
NET POSITION
Net Investment in Capital Assets 15,002,450 11,678 15,014,128
Restricted for:
Capital Projects 3,849,501 3,849,501
Debt Service 18,018 18,018
Other Purposes 2,812,845 2,812,845
Unrestricted/(Deficit) (9,700,752) 57,625 (9,643,127)
Total Net Position $ 11,982,062 $ 69,303 $ 12,051,365

THE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS ARE
AN INTEGRAL PART OF THIS STATEMENT



Exhibit A-2

1of2
PEQUANNOCK TOWNSHIP SCHOOL DISTRICT
STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30. 2015
Program Revenues Net (Expenses)/Revenues and Changes in Net Position
Operating Capital
Charges for Grants and Grants and Governmental Business-type
Functions/Programs Expenses Services Contributions ~ Contributions Activities Activities Total
Governmental Activities:
Instruction:

Regular $ 20,102,745 $ 313,874 $ 5,129,020 $ (14,659,851) $ (14,659.851)

Special Education 5,810,299 3,310,789 (2,499,510) (2,499,510)

Other Special Instruction 635,573 100,188 (535,385) (535,385)

School Sponsored Instruction 1,180,467 258,007 (922,460) (922,460)
Support Services:

Tuition 2415310 442324 (1,972,986) (1,972,986)

Student & Instruction Related Services 5,029,259 299,711 (4,729,548) (4,729,548)

General Administrative Services 707,109 (707,109) (707,109)

School Administrative Services 2,568,393 483,152 (2,085,241) (2,085,241)

Central Services _ 526,938 (526,938) (526,938)

Administration Information Technology 52,889 (52,889) (52,889)

Plant Operations and Maintenance 2,913,546 (2,913,546) (2,913,546)

Pupil Transportation 1,160,443 19,004 14,296 (1,127,143) (1,127,143)

Interest on Long-Term Debt 653,130 (653,130) (653,130)

Capital Outlay 2,587 (2,587) (2,587)

Total Governmental Activities 43,758,688 332,878 10,037,487 h) -0- (33,388,323) §$ -0- (33,388,323)
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Exhibit A-2
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PEQUANNOCK TOWNSHIP SCHOOL DISTRICT
STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2015
Program Revenues Net (Expenses)/Revenues and Changes in Net Position
Operating Capital
Charges for Grants and Grants and Governmental Business-type
Functions/Programs Expenses Services Contributions ~ Contributions Activities Activities Total
Business-Type Activities:
Food Service $ 630,439 § 553,402 $ 106,463 $ 29,426 $ 29,426
Total Business-Type Activities 630,439 553,402 106,463 29,426 29,426
Total Primary Government $44389,127 $ 886,280 $ 10,143,950 $ -0- $ (33,388,323) 29,426 (33,358,897)
General Revenues:
Taxes:
Property Taxes, Levied for General Purposes, Net 31,711,157 31,711,157
Taxes Levied for Debt Service 874,265 874,265
Federal and State Aid Not Restricted 1,088,258 1,088,258
Investment Earnings 8,306 140 8,446
Miscellaneous Income 446,994 446,994
Total General Revenues 34,128,980 140 34,129,120
Change in Net Position 740,657 29,566 770,223
Net Position - Beginning (Restated) 11,241,405 39,737 11,281,142
Net Position - Ending $ 11,982,062 $ 69,303 $ 12,051,365

THE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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ASSETS:
Cash and Cash Equivalents
Interfund Receivable
Receivables from Federal Government
Receivables from State Government
Receivables - Mortgage Note
Receivables - Other
Restricted Cash and Cash Equivalents

TOTAL ASSETS

LIABILITIES AND FUND BALANCES:
Liabilities:
Interfund Payable
Payable to State Government
Notes Payable
Accounts Payable - Vendors
Unearned Revenue

Total Liabilities

Fund Balances:
Restricted for:
Excess Surplus - Current Year
Excess Surplus - Prior Year -
For Subsequent Year's Expenditures
Capital Reserve Account
Mortgage Sale of Building

Exhibit B-1

1of2
PEQUANNOCK TOWNSHIP SCHOOL DISTRICT
BALANCE SHEET
GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Special Capital Debt Total
General Revenue Projects Service Governmental

Fund Fund Fund Fund Funds
$ 2,550,777 5 12,029 $ 1,264,938 $ 12,192 $ 3,839,936
900,647 5,826 906,473
38,207 38,207
513,986 513,986
62,845 62,845
33,415 33,415
2,590,389 2,590,389
$ 6,652,059 $ 50,236 § 1,264,938 $ 18,018 $ 7,985,251
S 888,701 3 888,701
s 34,370 34,370
825,000 825,000
$ 288,935 7,542 296,477
8,324 8,324
288,935 50,236 1,713,701 2,052,872
1,250,000 1,250,000
1,500,000 1,500,000
2,590,389 2,590,389
62,845 62,845
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PEQUANNOCK TOWNSHIP SCHOOL DISTRICT
BALANCE SHEET
GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015
Special Capital Debt Total
General Revenue Projects Service Governmental
Fund Fund Fund Fund Funds
Fund Balances:
Restricted for:
Debt Service Fund $ 18,018 S 18,018
Capital Projects $ 1,259,112 1,259,112
Assigned:
Year-End Encumbrances $ 386,763 386,763
For Subsequent Year's Expenditures 24,323 24,323
Unassigned/(Deficit) 548,804 (1,707,875) (1,159,071)
Total Fund Balances 6,363,124 (448,763) 18,018 5,932,379
TOTAL LIABILITIES & FUND BALANCES $ 6,652,059 $ 50,236 $ 1,264,938 $ 18,018 $ 7,985,251
Amounts Reported for Governmental Activities in the Statement of Net Position (A-1) are Different Because:
Total Fund Balances - Governmental Funds (Above) $ 5,932,379
Capital Assets used in Governmental Activities are not financial resources and therefore are not reported in
the funds. The cost of the assets is $48,670,467 and the accumulated depreciation is $18,878,017. (See Note 6) 29,792,450

Long-Term Liabilities, including Bonds Payable, are not due and payable in the
current period and therefore are not reported as liabilities in the funds. (See Note 7)

Certain amounts related to the Net Pension Liability are deferred and amortized in the Statement
of Activities and are not reported in the Governmental Funds:

Changes in Assumptions - Pensions

Investment Gains - Pensions

Changes in Proportions - Pensions

Accrued Interest on Long-Term Liabilities, including Bonds Payable, is not due and
payable in the current period and therefore is not reported as a liability in the funds.

Net Position of Governmental Activities

(22,592,014)

238,714
(452,406)
(692,667)

(244,394)

THE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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REVENUES
Local Sources:

Local Tax Levy
Tuition
Transportation Fees
Capital Reserve Interest
Investment Income
Budget Appropriation
Miscellaneous

Total - Local Sources

State Sources

Federal Sources

Total Revenues

EXPENDITURES
Current:
Instruction:
Regular Instruction
Special Education Instruction
Other Special Instruction
Schooi Sponsored Instruction

Support Services and Undistributed Costs:

Tuition

Student & Instruction Related Services
General Administration Services
School Administration Services

Exhibit B-2

1of2
PEQUANNOCK TOWNSHIP SCHOOL DISTRICT
STATEMENT OF REVENUE, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Special Capital Debt Total
General Revenue Projects Service Governmental

Fund Fund Fund Fund Funds
$ 31,711,157 874,265 $ 32,585,422
313,874 313,874
19,004 19,004
2,480 2,480
5,826 5,826
615,000 615,000
446994  § 6,034 453,028
32,493,509 6,034 620,826 874,265 33,994,634
5,831,785 237,588 374,636 6,444,009
603,845 603,845
38,325,294 847,467 620,826 1,248,901 41,042,488
11,516,691 298,818 11,815,509
3,266,960 106,325 3,373,285
213,033 213,033
756,647 756,647
1,972,986 442,324 2,415.310
3,782,133 3,782,133
607,792 607,792
1,454,611 1,454,611
416,117 416,117

Central Services
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PEQUANNOCK TOWNSHIP SCHOOL DISTRICT

STATEMENT OF REVENUE, EXPENDITURES, AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

EXPENDITURES
Current:

Support Services and Undistributed Costs:
Administrative Information Technology
Plant Operations and Maintenance
Pupil Transportation
Allocated and Unallocated Benefits

Capital Outlay
Debt Service:
Principal
Interest and Other Charges

Total Expenditures
Excess/(Deficiency) of Revenues Over/(Under) Expenditures

OTHER FINANCING SOURCES/(USES):
Transfers In
Transfers Out

Total Other Financing Sources/(Uses)
Net Change in Fund Balances

Fund Balance - July 1
Fund Balance/(Deficit) - June 30

Exhibit B-2
20f2

Total
Governmental
Funds

$ 52,889

2,422,188

922,299
9,699,036
4,630,044

1,235,000
634,820

44,430,713

(3,111,829)

(3,388,225)

(1,115,577)

1,736,403
(1,736,403)

(1,115,577)

(2,617,078)

(3,388,225)
9,320,604

$ 5,932,379

THE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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PEQUANNOCK TOWNSHIP SCHOOL DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Total Net Change in Fund Balances - Governmental Funds (from Exhibit B-2) $
Amounts Reported for Governmental Activities in the Statement of Activities (A-2) are Different Because:

Capital Outlays are reported in the Governmental Funds as expenditures. However, in the Statement of
Activities, the cost of those assets is allocated over their estimated useful lives as depreciation expense.
This is the amount by which capital outlays differs from depreciation during the period.
Depreciation Expense  §  (1,142,996)
Capital Outlays 4,627,457

In the Statement of Activities, certain operating expenses, e.g., compensated absences (sick days) are
measured by the amounts earned during the year. In the Governmental Funds, however, expenditures
for these items are reported in the amount of financial resources used (paid). When the earned amount
exceeds the paid amount, the difference is reduction in the reconciliation (-); when the paid amount
exceeds the earned amount the difference is an addition to the reconciliation (+).

Repayment of bond principal is an expenditure in the Governmental Funds, but the repayment reduces Long-term Liabilities
in the Statement of Net Position and is not reported in the Statement of Activities.

The net pension liability reported in the statement of activities does not require the use of current financial resources
and is not reported as an expenditure in the Governmental Funds: '

Change in Net Pension Liability

Deferred Outflows:
Changes in Assumptions

Deferred Inflows:
Changes in Proportion
Net difference between projected and actual investment earnings on pension plan investments

In the Statement of Activities, Interest on Long-term Debt in the Statement of Activities is accrued, regardless of
when due. In the Governmental Funds, interest is reported when due. When the accrued interest exceeds the
interest paid, the difference is a reduction in the reconciliation (-); when the interest paid exceeds the accrued
interest, the difference is an addition to the reconciliation (+).

Exhibit B-3

(3,388,225)

3,484,461

(28,733)

620,000

977,823
238,714

(692,667)
(452,406)

(18,310)

Change in Net Position of Governmental Activities (Exhibit A-2) $

740,657

THE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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PEOUANNOCK TOWNSHIP SCHOOL DISTRICT
PROPRIETARY FUNDS
STATEMENT OF NET POSITION
JUNE 30, 2015

ASSETS:
Current Assets:
Cash and Cash Equivalents
Receivable from Federal Government
Receivables from State Government
Receivables - Other
inventory

Total Current Assets
Non-Current Assets:
Capital Assets
Less: Accumulated Depreciation
Total Non-Current Assets
Total Assets
LIABILITIES:
Current Liabilities:
Prepaid Sales

Unearned Revenue
Accounts Payable - Vendors

Total Liabilities
NET POSITION:
Net Investment in Capital Assets

Unrestricted

Total Net Position

Page 35

Exhibit B-4

Business-Type
Activities:
Enterprise Funds

$ 38,845
4,361

257

19,176

8,273

70,912

93,498
(81,820)

11,678

82,590

2,756
2,178
8,353

13,287

11,678
57,625

$ 69,303

THE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS

ARE AN INTEGRAL PART OF THIS STATEMENT



Page 36

Exhibit B-5
PEQUANNOCK TOWNSHIP SCHOOL DISTRICT
PROPRIETARY FUNDS
STATEMENT OF REVENUE, EXPENSES AND CHANGES IN FUND NET POSITION
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Business-Type
Activities:
Enterprise Funds
Operating Revenue:
Local Sources:

Daily Sales - Reimbursable Programs 3 261,444
Daily Sales - Non-Reimbursable Programs 290,524
Special Events 1,434
Total Operating Revenue ' 553,402
Operating Expenses:
Cost of Sales 275,901
Salaries 198,720
Payroll Taxes 31,762
Employee Benefits 17,033
Purchased Property Services 33,202
Supplies and Materials 32,201
Depreciation Expense 3,751
Miscellaneous Expenditures 37,869
Total Operating Expenses 630,439
Operating Loss (77,037)

Non-Operating Revenue:
Federal Sources:

National School Lunch Program 61,990

Special Milk Program 12,709

Food Distribution Program 27,213
State Sources:

School Lunch Program 4,551
Local Sources:

Interest Revenue 140
Total Non-Operating Revenue 106,603
Change in Net Position 29,566
Net Position - Beginning of Year 39,737
Net Position - End of Year $ 69,303

THE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT



PEQUANNOCK TOWNSHIP SCHOOL DISTRICT

PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Cash Flows from Operating Activities:

Receipts from Customers

Payments to Food Service Vendor

Payments to Suppliers

Net Cash (Used for) Operating Activities

Cash Flows from Investing Activities:

Interest Revenue

Net Cash Provided by Investing Activities

Cash Flows from Noncapital Financing Activities:
Receipt of Federal Reimbursements
Receipt of State Reimbursements

Net Cash Provided by Noncapital Financing Activities

Net Increase in Cash and Cash Equivalents

Cash and Cash Equivalents, July 1

Cash and Cash Equivalents, June 30

Reconciliation of Operating Loss to Net Cash
Used for Operating Activities:

Operating Loss

Adjustment to Reconcile Operating Loss to Cash
Used for Operating Activities:

Depreciation

Federal Food Distribution Program
Changes in Assets and Liabilities:
Increase in Prepaid Sales
Decrease in Interfund Receivable
(Increase) in Accounts Receivable
Decrease in Inventory
(Decrease) in Accounts Payable

Net Cash Used for Operating Activities

Non-Cash Investing, Capital and Financing Activities:

Exhibit B-6

Business-Type
Activities:
Enterprise Funds

$ 536,454
(588,426)
(8,692)

(60,664)

140
140

73,087
4,469

77,556
17,032
21,813
S s

$ (77,037

3,751
27,213

1,893

2,017
(18,841)

486
(146)

©o

(60,664)

The Food Service Enterprise Fund received and utilized commodities from the Federal Food Distribution
Program valued at $29,230 and $27,213, respectively, for the fiscal year ended June 30, 2015.

THE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS

ARE AN INTEGRAL PART OF THIS STATEMENT
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Exhibit B-7
PEQUANNOCK TOWNSHIP SCHOOL DISTRICT

STATEMENT OF FIDUCIARY NET POSITION

FIDUCIARY FUND
JUNE 30. 2015
Private
Unemployment Flexible Purpose
Compensation Spending Scholarship
Agency Trust Trust Trust
ASSETS:
Cash and Cash Equivalents $ 182,321 $ 238,514 $ 4,472 $ 164,935
Interfund Receivable - Payroll Agency Fund 29,254
Total Assets 182,321 267,768 4,472 164,935
LIABILITIES:
Accrued Salaries and Wages 100
Interfund Payable - General Fund 17,772
Interfund Payable - Unemployment
Compensation Trust Fund 29,254
Payroll Deductions
and Withholdings 6,882
Due to Student Groups 128,313
Total Liabilities 182,321
NET POSITION:
Held in Trust for:
Unemployment Claims 267,768
Flexible Spending Claims 4,472
Scholarships 164,935
Total Net Position $ -0- $ 267,768 $ 4,472 $ 164,935

THE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT
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PEQUANNOCK TOWNSHIP SCHOOL DISTRICT

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

FIDUCIARY FUND

ADDITIONS:

Contributions - Employee
Contributions - District
Donations

Total Contributions

Investment Earnings:
Interest

Net Investment Earnings
Total Additions
DEDUCTIONS:
Unemployment Compensation Claims

Flexible Spending Claims
Scholarships Awarded

Total Deductions
Change in Net Position
Net Position - Beginning of Year

Net Position - End of the Year

Page 39
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Unemployment Flexible Private Purpose
Compensation Spending Scholarship
Trust Trust Trust
$ 29,523 10,975
50,000
$ 1,910
79,523 10,975 1,910
539 16 520
539 16 520
80,062 10,991 2,430
41,679
9,914
8,250
41,679 9,914 8,250
38,383 1,077 (5,820)
229,385 3,395 170,755
$ 267,768 4,472 $ 164,935

THE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS

ARE AN INTEGRAL PART OF THIS STATEMENT



PEQUANNOCK TOWNSHIP SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Board of Education (the "Board") of Pequannock Township School District
(the "District") have been prepared in conformity with generally accepted accounting principles (GAAP) as
applied to government units. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting principles. The more
significant of the Board's accounting policies are described below.

A. Reporting Entity:

The Board is an instrumentality of the State of New Jersey, established to function as an educational
institution. The Board consists of elected officials and is responsible for the fiscal control of the District. A
superintendent is appointed by the Board and is responsible for the administrative control of the District.

Governmental Accounting Standards Board publication, Codification of Governmental Accounting and
Financial Reporting Standards, Section 2100, "Defining the Financial Reporting Entity" establishes standards
to determine whether a governmental component unit should be included in the financial reporting entity.
The basic criterion for inclusion or exclusion from the financial reporting entity is the exercise of oversight
responsibility over agencies, boards and commissions by the primary government. The exercise of oversight
responsibility includes financial interdependency and a resulting financial benefit or burden relationship,
selection of governing authority, designation of management, ability to significantly influence operations,
and accountability for fiscal matters. In addition, certain legally separate, tax-exempt entities that meet
specific criteria (i.e. benefit of economic resources, access/entitlement to economic resources, and
significance) should be included in the financial reporting entity. The combined financial statements include
all funds of the District over which the Board exercises operating control. The operations of the District
include three elementary schools, a middle school, and a high school located in the Township of Pequannock.
There were no additional entities required to be included in the reporting entity under the criteria as described
above, in the current fiscal year. Furthermore, the District is not includable in any other reporting entity on
the basis of such criteria.

B. Basis of Presentation;

District-Wide Financial Statements:

The statement of net position and the statement of activities present financial information about the
District’s governmental and business type activities. These statements include the financial activities
of the overall District in its entirety, except those that are fiduciary. Eliminations have been made to
minimize the double counting of internal transactions. These statements distinguish between the
governmental and business type activities of the District. Governmental activities generally are
financed through taxes, intergovernmental revenue and other nonexchange transactions. Business
type activities are financed in part by fees charged to external parties.

The statement of activities presents a comparison between direct expenses and program revenue for
business-type activities and for each function of the District’s governmental activities. Direct
expenses are those that are specifically associated with and are clearly identifiable to a particular
function. Indirect expenses are allocated to the functions using an appropriate allocation method or
association with the specific function. Indirect expenses include health benefits, employer’s share of
payroll taxes, compensated absences and tuition reimbursements. Program revenue includes (a)
charges paid by the recipients of goods or services offered by the programs, and (b) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular
program. Revenue that is not classified as program revenue, including all taxes, is presented as
general revenue. The comparison of direct expenses with program revenues identifies the extent to
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PEQUANNOCK TOWNSHIP SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015
(Continued)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

B. Basis of Presentation: (Cont’d)

District-Wide Financial Statements:

which each government function or business segment is self-financing or draws from the general
revenues of the District.

Fund Financial Statements:

During the fiscal year, the School District segregates transactions related to certain School District
functions or activities in separate funds in order to aid financial management and to demonstrate
legal compliance. The fund financial statements provide information about the District’s funds,
including its fiduciary funds. Separate statements for each fund category - governmmental,
proprietary and fiduciary - are presented. The New Jersey Department of Education (NJDOE) has
elected to require New Jersey districts to treat each governmental fund as a major fund in accordance
with the option noted in GASB No. 34, paragraph 76. The NJDOE believes that the presentation of
all funds as major is important for public interest and to promote consistency among district financial
reporting models.

The District reports the following governmental funds:

General Fund: The General Fund is the general operating fund of the District and is used to account
for all expendable financial resources not accounted for and reported in another fund. Included are
certain expenditures for vehicles and movable instructional or noninstructional equipment which are
classified in the capital outlay subfund.

As required by NJDOE, the District includes budgeted capital outlay in this fund. GAAP, as it
pertains to governmental entities, states that general fund resources may be used to directly finance
capital outlays for long-lived improvements as long as the resources in such cases are derived
exclusively from unrestricted revenue. Resources for budgeted capital outlay purposes are normally
derived from State of New Jersey Aid, district taxes and appropriated fund balance. Expenditures
are those that result in the acquisition of or additions to fixed assets for land, existing buildings,
improvements of grounds, construction of buildings, additions to or remodeling of buildings and the
purchase of built-in equipment. These resources can be transferred from and to current expenses by
board resolution.

Special Revenue Fund: The Special Revenue Fund is used to account for and report the proceeds of
specific revenue sources that are restricted or committed to expenditure for specified purposes other
than debt service or capital projects. Thus, the Special Revenue Fund is used to account for the
proceeds of specific revenue from State and Federal Governments (other than major capital projects,
debt service or the enterprise funds) and local appropriations that are legally restricted or committed
to expenditures for specified purposes.




PEQUANNOCK TOWNSHIP SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015
(Continued)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

B. Basis of Presentation: (Cont’d)

Capital Projects Fund: The Capital Projects Fund is used to account for and report financial
resources that are restricted, committed, or assigned to expenditure for capital outlays, including the
acquisition or construction of capital facilities and other capital assets (other than those financed by
proprietary funds). The financial resources are derived from temporary notes or serial bonds that are
specifically authorized by the voters as a separate question on the ballot either during the annual
election or at a special election, funds appropriated from the General Fund, and from aid provided by
the state to offset the cost of approved capital projects.

Debt Service Fund: The Debt Service Fund is used to account for and report financial resources that
are restricted, committed, or assigned to expenditures for principal and interest.

The District reports the following proprietary funds:

Enterprise Funds: The Enterprise Funds account for all revenue and expenses pertaining to the
Board’s cafeteria (Food Service) operations. The Food is utilized to account for operations that are
financed and operated in a manner similar to private business enterprises. The stated intent is that
the cost (i.e., expenses including depreciation and indirect costs) of providing goods or services to
the students on a continuing basis are financed or recovered primarily through user charges.

Additionally, the District reports the following fund type:

Fiduciary Funds: The Fiduciary Funds are used to account for assets held by the District on behalf
of others and includes the Student Activities Fund, Payroll Agency Fund, Flexible Spending Trust
Fund, Unemployment Compensation Insurance Trust Fund and Private Purpose Scholarship Trust
Fund.

C. Measurement Focus and Basis of Accounting

The District-wide financial statements and the proprietary and fiduciary fund financial statements are
reported using the economic resources measurement focus and the accrual basis of accounting. Revenue is
recorded when earned and expenses are recorded at the time liabilities are incurred, regardless of when the
related cash transaction takes place. Nonexchange transactions, in which the District gives or receives value
without directly receiving or giving equal value in exchange, include property taxes, grants, entitlements and
donations. On an accrual basis, revenue from property taxes is recognized in the fiscal year for which the
taxes are levied. Revenue from grants, entitlements and donations is recognized in the fiscal year in which
all eligibility requirements have been satisfied.

The governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Under this method, revenue is recognized when
measurable and available. The District considers all revenue reported in the governmental funds to be
available if the revenue is collected within sixty days after the end of the fiscal year. Expenditures are
recorded when the related fund liability is incurred, except for principal and interest on general long-term
debt, claims and judgments, and compensated absences which are recognized as expenditures to the extent
they have matured. Capital asset acquisitions are reported as expenditures in governmental funds. Proceeds
of general long-term debt and acquisitions under capital leases are reported as other financing sources.

Page 42



PEQUANNOCK TOWNSHIP SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015
(Continued)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

C. Measurement Focus and Basis of Accounting (Cont’d)

It is the District’s policy, that when an expenditure is incurred for purposes for which both restricted and
unrestricted (committed, assigned, or unassigned) amounts are available, to apply restricted resources first
followed by unrestricted resources. Similarly, within unrestricted fund balance, it is the District’s policy to
apply committed resources first followed by assigned resources and then unassigned resources when an
expenditure is incurred for purposes for which amounts in any of those unrestricted fund balance
classifications could be used.

Under the terms of grant agreements, the District may fund certain programs by a combination of specific
cost-reimbursement grants, categorical block grants and general revenue. Therefore, when program expenses
are incurred, both restricted and unrestricted net position may be available to finance the program. It is the
District’s policy to first apply cost-reimbursement grant resources to such programs, followed by general
revenue.

D. Budgets/Budgetary Control;

Annual appropriated budgets are prepared in the spring of each year for the General, Special Revenue and
Debt Service Funds. The budget for the fiscal year ended June 30, 2015 was submitted to the County office
and was approved by a vote of the Board of Education. Budgets are prepared using the modified accrual
basis of accounting. The legal level of budgetary control is established at line item accounts within each
fund. Line item accounts are defined as the lowest (most specific) level of detail as established pursuant to
the minimum chart of accounts referenced in N.J.A.C. 6:20-2A.2(m)1. Transfers of appropriations may be
made by School Board resolution at any time during the fiscal year. All budgetary amounts presented in the
accompanying supplementary information reflect the original budget and the amended budget (which have
been adjusted for legally authorized revisions of the annual budgets during the year). ‘

Formal budgetary integration into the accounting system is employed as a management control device during
the year. For governmental funds, there are no substantial differences between the budgetary basis of
accounting and generally accepted accounting principles, with the exception of the special revenue fund as
noted below. Encumbrance accounting is also employed as an extension of formal budgetary integration in
the governmental fund types. Unencumbered appropriations lapse at fiscal year end.

The accounting records of the special revenue fund are maintained on the grant accounting budgetary basis.
The grant accounting budgetary basis differs from GAAP in that the grant accounting budgetary basis
recognizes encumbrances as expenditures and also recognizes the related revenue, whereas the GAAP basis
does not. Sufficient supplemental records are maintained to allow for the presentation of GAAP basis
financial reports.

The General Fund budgetary revenue differs from GAAP revenue due to a difference in recognition of the
last two state aid payments for the current year. Since the State is recording the last two state aid payments
in the subsequent fiscal year, the District cannot recognize these payments in the GAAP financial statements.

The Capital Projects Fund budgetary revenue differs from GAAP revenue due to a difference in the
recognition of SDA grants receivable. These grants are recognized on the budgetary basis in full at the time
of the award but are recognized on the GAAP basis as they are expended and requested for reimbursement.
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(Continued)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

D. Budgets/Budgetary Control: (Cont’d)

Sources/Inflows of Resources:

Actual Amounts (Budgetary Basis) "Revenue"
from the Budgetary Comparison Schedule

Difference - Budget to GAAP:

Grant Accounting Budgetary Basis Differs from GAAP in that
Budgetary Basis Recognizes Encumbrances as Expenditures
and Revenue, whereas the GAAP Basis does not:

Current Year Encumbrances
Prior Year Encumbrances

Prior Year State Aid Payments Recognized for GAAP Statements,
not Recognized for Budgetary Purposes

Current Year State Aid Payments Recognized for Budgetary Purposes,
not Recognized for GAAP Statements

Total Revenues as Reported on the Statement of Revenues,
Expenditures and Changes in Fund Balances - Governmental Funds

Uses/Outflows of Resources:
Actual Amounts (Budgetary Basis) "Total Outflows" from the

Budgetary Comparison Schedule

Differences - Budget to GAAP:

Encumbrances for Supplies and Equipment Ordered but not
Received are Reported in the Year the Order is Placed for
Budgetary Purposes, but in the year the Supplies are
Received for Financial Reporting Purposes:

Current Year Encumbrances
Prior Year Encumbrances

Total Expenditures as Reported on the Statement of Revenues,
Expenditures, and Changes in Fund Balances - Governmental Funds

Summary Schedule of Revenue, Expenditures and
Changes in Fund Balance (Budgetary Basis) (per Exhibit F-1)

Reconciliation to Governmental Funds Statement (GAAP): _
SDA Grants are Recognized as Revenue on the Budgetary Basis when
awarded by are not Recognized on the GAAP Basis until Expended.

Statement of Revenue, Expenditures and Changes in Fund
Balances - Governmental Funds (GAAP Basis) (per Exhibit B-2)

Fund Fund
$38,322,068 $ 829,462
(3,143)
21,148
203,809
(200,583)
$38,325,294 $ 847467
Special
General Revenue
Fund Fund
$37,980,771 $ 829,462
(3,143)
21,148
$37,980,771 $ 847,467
Capital
Projects
Fund
$ 434,112
(882,875)
$ (448,763)
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

E. Cash and Cash Equivalents and Investments:

Cash and cash equivalents include petty cash and cash in banks. Certificates of deposit with maturities of
one year or less when purchased are stated at cost.

New Jersey school districts are limited as to type of investments and types of financial institutions they may
invest in. New Jersey Statute 18A:20-37 provides a list of permissible investments that may be purchased by
New Jersey school districts. Additionally, the District has adopted a cash management plan that requires it to
deposit public funds in public depositories protected from loss under the provisions of the Governmental
Unit Deposit Protection Act (GUDPA). GUDPA was enacted in 1970 to protect governmental units from a
loss of funds on deposit with a failed banking institution in New Jersey.

N.J.S.A. 17:9-41 et seq. establishes the requirements for the security of deposits of governmental units. The
statue requires that no governmental unit shall deposit public funds in a depository unless such funds are
secured in accordance with the Act. Public depositories include Savings and Loan institutions, banks (both
state and national banks) and saving banks the deposits of which are federally insured. All public
depositories must pledge collateral, having a market value of at least equal to five percent of the average
daily balance of collected public funds, to secure the deposits of governmental units. If a public depository
fails, the collateral it has pledged, plus the collateral of all the other public depositories, is available to pay
the full amount of their deposits to the governmental units.

F. Interfund Transactions:

Transfers between governmental and business-type activities on the District-wide statements are reported in
the same manner as general revenues. Flows of cash or goods from one fund to another without a
requirement for repayment are reported as interfund transfers. Interfund transfers are reported as other
financing sources/uses in governmental funds and after non-operating revenues/expenses in the enterprise
fund. Repayments from funds responsible for particular expenditures/expenses to the funds that initially paid
for them are not presented on the financial statements.

On fund financial statements, short-term interfund loans are classified as interfund receivables/payables.
These amounts are eliminated in the statement of net position, except for amounts due between governmental

and business-type activities, which are presented as internal balances.

G. Allowance for Uncollectible Accounts:

No allowance for uncollectible accounts has been recorded as all amounts are considered collectible.

H. Encumbrances:

Under encumbrance accounting purchase orders, contracts and other commitments for the expenditure of
resources are recorded to reserve a portion of the applicable appropriation. Open encumbrances 1n
governmental funds other than the special revenue fund are reported as restricted, committed and/or assigned
fund balances at fiscal year-end as they do not constitute expenditures or liabilities but rather commitments
related to unperformed contracts for goods and services.

Open encumbrances in the Special Revenue Fund for which the District has received advances are reflected
in the balance sheet as unearned revenue at fiscal year-end.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

H. Encumbrances: (Cont’d)

The encumbered appropriation authority carries over into the next fiscal year. An entry will be made at the
beginning of the next fiscal year to increase the appropriation reflected in the certified budget by the
outstanding encumbrance amount as of the current fiscal year end.

L. Short-term Interfund Receivables/Payables:

Short-term interfund receivables/payables represent amounts that are owed, other than charges for goods or
services rendered to/from a particular fund in the District and that are due within one year.

J. Inventories and Prepaid Expenses:

Inventories and prepaid expenses, which benefit future periods, other than those recorded in the enterprise
fund, are recorded as expenditure during the year of purchase.

Enterprise fund inventories are valued at cost, which approximates market, using the first-in, first-out (FIFO)
method. Prepaid expenses in the enterprise fund represent payments made to vendors for services that will

benefit periods beyond June 30, 2015.

K. Capital Assets:

Capital assets acquired or constructed are recorded at historical cost including ancillary charges necessary to
place the asset into service. Capital assets acquired or constructed prior to the establishment of the formal
system are valued at cost based on historical records or through estimation procedures performed by an
independent appraisal company. Land has been recorded at estimated historical cost. Donated capital assets
are valued at their estimated fair market value on the date received. The cost of normal maintenance and
repairs is not capitalized. The District does not possess any infrastructure. Capital assets have been
reviewed for impairment.

The capitalization threshold (the dollar value above which asset acquisitions are added to the capital asset
accounts) is $2,000. The depreciation method is straight-line. The estimated useful lives of capital assets
reported in the District-wide statements and proprietary funds are as follows:

Estimated Useful Life
Buildings 40 years
Site Improvements 20 years
Machinery and Equipment 10 to 15 years
Computer and Related Technology 5 years
Vehicles 8 years

In the fund financial statements, capital assets used in governmental fund operations are accounted for as
capital outlay expenditures in the governmental fund upon acquisition. Capital assets are not capitalized and
related depreciation is not reported in the fund financial statements.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

L. Long Term Liabilities:

In the District-wide and enterprise fund statements of net position, long-term debt and other long-term
obligations are reported as liabilities in the applicable government activities, business-type activities, or
enterprise funds. Bond premium and discounts, are reported as deferred charges and amortized over the term
of the related debt using the straight-line method of amortization. In the fund financial statements, the face
amount of debt issued is reported as other financing sources. Premiums received on debt issuances are
reported as other financing sources while discounts on debt issuances are reported as other financing uses.

M. Accrued Salaries and Wages:

The District does not allow employees who provide services to the District over a ten-month academic year
the option to have their salaries evenly disbursed over the entire twelve month year. However, the District
does give ten-month employees the option to put 10% of their salaries each pay period towards a summer
payment. The District disbursed those salary amounts prior to Jure 30; therefore the District had accrued
salaries and wages of only $100 as of June 30, 2015.

N. Compensated Absences:

The District accounts for compensated absences (e.g., unused vacation, sick leave) as directed by
Governmental Accounting Standards Board Statement No. 16 (GASB 16), Accounting for Compensated
Absences. A liability for compensated absences attributable to services already rendered and not contingent
on a specific event that is outside the control of the employer and employee is accrued as employees earn the
rights to the benefits.

District employees are granted varying amounts of vacation and sick leave in accordance with the District’s
personnel policy. Upon termination, employees are paid for accrued vacation. The District’s policy permits
employees to accumulate unused sick leave and carry forward the full amount to subsequent years. Upon
retirement, employees shall be paid by the District for the unused sick leave in accordance with the District’s
agreements with the various employee unions.

In the district-wide Statement of Net Position, the liabilities whose average maturities are greater than one
year should be reported in two components — the amount due within one year and the amount due in more
than one year.

O. Unearned Revenue:

Unearned revenue in the Special Revenue Fund represents cash which has been received but not yet earned.
See Note 1(D) regarding the Special Revenue Fund.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

P. Fund Balance Appropriated:

General Fund: Of the $6,363,124 General Fund balance at June 30, 2015, $386,763 is assigned for
encumbrances; $2,590,389 is restricted in the capital reserve account; $1,250,000 is restricted as
current year excess surplus and will be appropriated and included as anticipated revenue for the fiscal
year ended June 30, 2017; $1,500,000 is restricted as prior year excess surplus and has been
appropriated and included as anticipated revenue for the fiscal year ended June 30, 2016; $62,845 is
restricted for mortgage sale of building; $24,323 is assigned and has been appropriated and included as
anticipated revenue for the fiscal year ended June 30, 2016; and $548,804 is unassigned which is
$200,583 less than the calculated budgetary unassigned fund balance due to the last two June state aid
payments, which are not recognized on the GAAP basis until the fiscal year ended June 30, 2016.

Capital Projects Fund: Of the $448,763 overall deficit in the Capital Projects Fund balance at June 30,
2015, $1,259,112 is restricted, and a $1,707,875 deficit in unassigned which represents temporary
financing on a completed capital project.

Debt Service Fund: The $18,018 Debt Service Fund balance at June 30, 2015, is restricted of which
$12,187 has been included as anticipated revenue for the fiscal year ending June 30, 2016 and $5,831
will be included as anticipated revenue in the fiscal year ending June 30,2017.

Calculation of Excess Surplus: In accordance with N.J.S.A. 18A:7F-7, as amended by P.L. 2004, C.73
(S1701) the designation for Restricted Fund Balance-Exces